
section requires that a non-federal entity that expends $750,000 or more during the non-federal 
entity's fiscal year in federal awards must have a single or program-specific audit conducted for 
that year and submitted within the earlier of 30 calendar days after receipt of auditor's report or 
nine months after the end of the audit period. A non-federal entity that expends less than the 
$750,000 during the non-federal entity's fiscal year in federal awards is exempt from federal 
audit requirements for that year. Guidance on determining federal awards expended is provided 
in accordance with Title 2 CFR § 200.502. 

Monitors review Subrecipients to ensure they comply with the audit requirement. On an annual 
basis, Grants Monitoring requests Subrecipients complete an Audit Form certifying whether 
they meet or are exempt from the audit requirement. If they meet the requirement, they must 
submit a copy of their single or program-specific audit report. The audit reports are entered into 
the Grants Monitoring database and used to conduct the annual risk assessment, complete 
Management Decision Letters, and coordinate with the California State Controller's Office 
(SCO). SCO is the state organization with primary responsibility for ensuring the receipt of, and 
any necessary follow-up actions on, audits of local government entities. 

All audits received are tracked and reviewed within 30 days of receipt, and if required, follow­
up is initiated to ensure corrective action is implemented on all Cal OES findings. Audits with 
Cal OES findings are issued a Management Decision Letter upon resolution of the finding. 
Subrecipients that do not comply with the audit requirement may not be eligible for future grant 
funding. 

VI. COMPLIANCE REVIEW OBJECTIVES 

The Monitors judgmentally select samples for review from each of the Subrecipient grant/s 
activity report/s. All funding sources and cost categories included in the reimbursement and 
supporting documentation pertaining to the reimbursement are reviewed, including but not 
limited to, a review of the organization's internal controls, procurement and contracting 
procedures and practices, compliance with specific grant requirements and guidelines, current 
and past audit reports, site visit reports conducted by Program staff, and previous monitoring 
reports and other correspondence. 

• Monitoring Objectives: The purpose of fiscal and administrative monitoring is to: 

• Verify Grant Subaward funds are being spent to further the grant objectives; 

• Verify the Subrecipient has internal controls in place to mitigate waste, fraud and 
abuse of Grant Subawards; and 

• Verify that expenditures submitted for reimbursement are fully supported by 
appropriate source documentation and ensure that items charged to the grant are 
allowable, allocable to (or benefit) the grant, reasonable and necessary in 
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accordance with the grant intent, and appropriately documented and charged to 
the correct cost category. 

• Activities AIlowed/AUocable Costs/Costs Principles: The primary compliance test to be 
performed on each program or project reviewed is whether the activities of the program are 
allowable under particular program regulations, laws and provisions of the Grant Subaward. 

The following will be verified: 

• Activities are consistent with the program objectives, current grant guidelines and 
are allowable; 

• Expenditures are adequately documented, reasonable, and necessary to the 
performance of the Grant Subaward; 

• Expenditures are necessary and reasonable for the performance of the Grant 
Subaward intent; 

• Expenditures conform to any limitations or exclusions set forth in the Grant 
Subaward; 

• Expenditures are adequately documented and occurred during the "Performance 
Period"; 

• Expenditures were paid prior to requesting reimbursement; 

• Expenditures are allocated according to cost allocation plan or an approved 
indirect cost rate plan; and 

• Rent is allocated appropriately to grants. 

• Payroll: Payroll refers to the control procedures utilized to ensure that grants are 
allocated the correct expense amount based on the benefits received. 

The following will be verified: 

• Employee was paid according to the approved pay rate; 

• Timesheet hours match the payroll check stub hours; 
• Timesheets are signed by employee and supervisor; 

• Payroll taxes are paid; 
• Payroll allocations are accurate; and 

• Functional timesheets are utilized where appropriate. 

• Cash Management: Cash management refers to the internal control procedures that 
track and manage the receipt and disbursement of Grant Subawards. 

The following will be verified: 

• General ledger detail matches total reported on reimbursement reports; 

Effective: October 1,2017 Page 9 



• Draw-downs represent a reimbursement of expenditures, or that advances are 
disbursed or returned timely; 

• Appropriate time elapsing between receipt of Cal OES reimbursements to the 
transfer of Grant Subawards to Subrecipients and contractors; 

• Chart of accounts separately identities Grant Subawards and expenditures; 
• Interest earned on cash advances is appropriately tracked and returned; 

• Proof of payment can be documented on a sampling of transactions comprising 
the reimbursement under review; and 

• Reimbursement requests are submitted timely. 

• Equipment: Equipment refers to tangible, non-expendable property having a useful life 
of more than one year and an acquisition cost of $5,000 or more per unit. 

The following will be verified: 

• Program Grant Subawards were used to purchase any equipment; 
• Equipment was procured properly; 

• Assets purchased with Grant Subawards are used solely for authorized purposes; 

• Subrecipient's policies and procedures for equipment management are adequate 
and consistent with state and/or federal requirements; 

• Equipment records include the minimum information; 

• Equipment acquired and determination made it was consistent with what was 
approved/planned; 

• New equipment was added to the equipment list; 

• Physical inventory was conducted within the last two (2) years; 

• Equipment removed from the inventory list was disposed of properly; 
• Equipment records contain all required elements; and 

• Selected equipment items were physically inspected. 

• Match: Match test refers to the review of the internal control process or procedures 
utilized that track and manage the stipulated percentage of local money they require to 
augment the grant provided. 

The following will be verified: 

• Required match contributions were met; 
• Match contributions and expenditures are recorded in the general ledger; 

• Matching contributions are from allowable sources; 

• Values placed on in-kind contributions are reasonable and appropriately 
documented; 

• State and/or federal grants were not used to supplant; 
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• Grant Subawards are not being used to meet match requirements for other federal 
grants (or vice versa); 

• Sources of match are allowable; and 
• Match funds were used on allowable expenditures. 

• Procurement, Suspension, and Debarment: In our review, we verify Subrecipients use 
the more stringent policies and procedures for procurement and ensure that non-federal 
entities are prohibited from contracting with, or making subawards to, parties suspended 
or disbarred from state and/or federal grant programs. 

The following will be verified: 

• Procurement policies and determination that they are at least as stringent as the 
federal regulations; 

• Procurement transactions to determine compliance with applicable policies; 
• Procurements were made through full and open competition; 

• Cost or price analysis has been conducted; 

• Written justification and that prior approval was obtained on sole-source 
procurements as required; 

• Sample of procurement subawards/contracts to ascertain if the contracts had the 
proper federal suspension and debarment verification performed or if self-
certification was obtained; 

• Piggyback contracts were allowable; and 

• Documentation was retained. 

• Contracting Practices: This refers to the testing of contracts and contracting practices to 
ensure they are consistent and in compliance with federal contracting procedures. 

The following will be verified: 

• Rationale for the method of procurement, the basis for contractor selection, and 
price are documented; 

• A cost or price analysis to ensure best price has been obtained; 
• Non-competitive contracts are properly justified and have received the 

appropriate approvals; 

• Procurement and contracting policies of the Subrecipient have been followed; 
• Costs of contractors are reasonable and are for eligible activities; 

• Contract monitoring system is in place to validate work performed; 

• Work performed is within the scope of the program/project; 

• Billed amounts are verified to ensure they are as stipulated in the contract, and 
were incurred within the performance period of the contract; 
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• Type of contract is appropriate and all required language is contained in the 
contract; 

• Costs to administer the contract are claimed appropriately; and 

• Records retention practices are in compliance. 

• Program Income: Program income refers to gross income received by the Subrecipient 
and acquired with Grant Subawards. The income is directly generated by the state and/or 
federally-funded programs during the duration of the grant. Program income examples 
are, fees collected for services, income from the sale of publications, and income from 
asset forfeitures. 

The following will be verified: 

• Program income was received, identified and recorded properly; and 
• Program income was used and reported in accordance with all applicable 

requirements. 

• Contracts: This refers to the testing of contracts to ensure they contain all the required 
provisions. 

The following will be tested: 

• Contracts are prepared and signed; and 
• Contain all the required provisions; 

Designation of the parties to the contract 
Terms of the contract/agreement 
Maximum payment amount 

• Type of work or services to be provided 
Payment schedule 

• Penalty clause 
• Termination clause and basis for settlement 

Compliance requirement with Equal Employment Opportunities (for 
contracts greater than $ 10,000) 

• Provisions for access to books and documentation (for contracts greater 
than $100,000) 

• Supplanting: This refers to testing the expenditures to ensure federal funds were used to 
replace state, local or agency funds. 

The following will be verified: 

• Supplanting has not occurred 
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